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Susan Aroencaux

Fairfax. VA

Dear Ms. Arceneaux:

APR 2

RE: MUR5652

On April 5, 2005, the Federal Election Commission found that there is reason to
believe you, in your personal capacity, violated 2 U.S.C. § 441b(a), 2 U.S.C. § 441a(f),
2 U.S.C. § 434<b), and 1 1 C.F.R. §§ 102.17(cX8XiXB) and 104.3(a) and (b). and 2 U.S.C.
§ 434<aX6) and 1 1 CJF.R. $ 104.5(0. provisions of the Federal Election Campaign Act of
1971, as amended ("the Act"). These findings were based upon information ascertained in
the normal course of carrying out its supervisory responsibilities. See 2 U.S.C.
§ 437g(aX2). The Factual and Legal Analysis and the Audit Report, which more fully
explain the Commission's findings, are attached for your information.

You may submit any factual or legal materials that you believe are relevant to the
Commission's consideration of this matter. Please submit such materials to the General
Counsel's Office within 15 days of your receipt of this letter. Where appropriate, statements
should be submitted under oath. In the absence of additional information, the Commission may
find probable cause to believe mat a violation has occurred!

Please note that you have a legal obligation to preserve all documents, records and
materials relating to this matter until such time as you are notified that the Commission has
closed its file in this matter. See 18 U.S.C. § 1519.



Susan Arccneaux
MUR5652
Page 2

Requests for extensions of time will not be routinely granted. Requests must be made in
writing at least five days prior to the due date of the response and specific good cause must be
demonstrated. In addition, the Office of the General Counsel ordinarily will not give extensions
beyond 20 days.

If you intend to be represented by counsel in this matter, please advise the Commission
by completing the enclosed form stating the name, address, and telephone number of such
counsel, and authorizing such counsel to receive any notifications and other communications

Q from the Commission.
^ This matter will remain confidential in accordance with 2 U.S.C. §§ 437g(aX4XB) and
^| 437g(aX12XA), unless you notify the Commission in writing that you wish the investigation to
,M be made public.
^ For your information, we have attached a brief description of the Commission's
Q procedures for handling possible violations of the Act If you have any questions, please contact
<x> Jack A. Gould, the attorney assigned to this matter, at (202) 694-1650.
fM

Sincerely,

Scott E. Thomas
Chairman

Enclosures
Factual and Legal Analysis
Audit Report
Procedures
Designation of Counsel Form



1 FEDERAL ELECTION COMMISSION

2 FACTUAL AND LEGAL ANALYSIS

3

4 RESPONDENT: Susan Arceneaux MUR5652
5
6
7 I. GENERATION OF THK MATTER

8 This matter was generated based on information ascertained by the Federal Election

9 Commission ("the Commission") in Che normal course of carrying out its supervisory

10 responsibilities. fe*2U.S.C. §437g(a)(2).

11 H. BACKGROUND

12 Susan Arceneaux was assistant treasurer of Terrell for Senate ("the Committee*1). The

13 Committee is the principal campaign committee for Suzanne Haik Terrell, who was a candidate

14 for the U.S. Senate from Louisiana in 2002. Arceneaux, who was an employee of Political

15 Compliance Services, Inc., a company that specializes in Federal Election Commission

16 compliance services, received copies of the contribution checks, and prepared and signed all of

17 the Committee's disclosure reports during the 2002 election cycle. The Committee paid Political

18 Compliance Services, Inc. for Arceneaux's services.

19 m. ANALYSIS

20 The Federal Election Campaign Act of 1971, as amended ("the Act"),1 places legal

21 obligations on committee treasurers, the violation of which makes them personally liable.

22 See PEC v. Toledano. 317 F.3d 939,947 (9th Cir. 2003) ("The Act requires every political

1 The facts relevant to this nutter occurred both prior to and after the efTbctive date of the Bipartisan Campaign
Retonn Act of 2002 ("BCRA"), Pub. L. 107-155,116 StatS 1(2CX)2). Accordingly, the activity prior to BCRA is
subject to the provision of the Act as it existed it that time and the activity after BCRA is subject to the Act as
•mended by BCRA. However, the statutory provisions and Commission regulations at issue were not amended by
BCRA in a manner relevant to the activity in this matter.

|Docstl4571|
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1 committee to have a treasurer, 2 U.S.C. § 432(a), and holds him [or her] personally responsible

2 for the committee's recordkeeping and reporting duties, Id. §§ 432(cHd), 434(8)."). See also

3 11 C.F.R. § 104.14(d) ("Each treasurer of a political committee... shall be personally

4 responsible for the timely and complete filing of the [committee's] report or statement and for the

5 accuracy of any information or statement contained in it.")' In addition, a treasurer is responsible

6 for examining all contributions received for evidence of illegality and for ascertaining when

7 contributions received, when aggregated with other contributions from the same contributor,

8 exceed the contribution limits of the Act and 11 C.F.R. §§ 110.1 and 110.2 of the Commission's

9 regulations. See 11 C.F.R. § 103.3(b). If a contribution presents a genuine issue as to whether it

10 was made from a prohibited source, exceeds the contribution limits on its face or when

11 aggregated with other contributions from the same individual, or if a treasurer later discovers that

12 a contribution is illegal based on new evidence not available at the time of receipt or deposit, a

13 treasurer must follow the procedures set forth at 11 C.F.R. § 103.3(b).

14 It appears that Arceneaux recklessly failed to fulfill the duties imposed on treasurers by

15 provisions of the Act and the Commission's regulations, giving rise to the following violations of

16 the Act:

17 • The Committee knowingly accepted 65 corporate contributions totaling $64,600 in

18 violation of 2 U.S.C. § 441b(a). Eighteen of the contributor checks were clearly from

19 corporations as the name and address fields on the face of the checks indicated that these

20 checks were drawn on corporate accounts. Other checks, in which the name and address

21 fields on the face of the checks denoted that they were from Limited Liability Companies

22 ("LLCs") also appeared to be illegal because the LLCs at issue elected to be treated as

23 corporations by the Internal Revenue Service. Arceneaux apparently made no effort to
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1 verify the legal status of those contributions. During the audit process, the Committee's

2 attorney sent letters to apparent corporate contributors asking for information regarding

3 the contributor's corporate status. The Committee, in its amended 2002 Year-End

4 Report, acknowledged that all of the LLCs at issue made corporate contributions.

5 See Amended 2002 Year-End Report (August 18.2004).

6 • Arceneaux prepared the disclosure reports, which included such a large number of

7 excessive contributions from individuals and political committees so as to suggest a lack

8 of attention. Notably, the Final Audit Report concluded the Committee knowingly

9 accepted 541 excessive contributions totaling $552,773 in violation of 2 U.S.C. § 441a(f).

10 • The Committee knowingly accepted $100,000 from the proceeds of an unsecured

11 bank loan in violation of 2 U.S.C. § 441b(a). Had Arceneaux reviewed the bank loan

12 documents, which were made available to the Commission's auditors, she would have

13 seen that the loan was unsecured.

14 • The Committee's disclosure reports prepared by Arceneaux understated total receipts

15 by $693,576 and total disbursements by $960,876, and overstated cash on hand by

16 $281.800 in violation of 2 U.S.C. § 434(b) and 11C J.R. §§ 104.3(a) and (b).

17 • The Committee's disclosure reports prepared by Arceneaux failed to itemize

18 contributions from individuals in violation of 2 U.S.C. § 434(b)(3XA) and 11 C.F.R.

19 § 104.3(aX4)(i), and failed to itemize contributions from political committees in violation

20 of 2 U.S.C. § 434(bX3)(B) and 11 C.F.R. § 104.3(a)(4)(ii). It appears that Arceneaux

21 failed to use her best efforts to obtain, maintain, and submit the missing information.

22 11C.F.R. §104.7(b).
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1 • The Committee's disclosure reports prepared by Arceneaux failed to disclose and

2 itemize $302,000 in proceeds from joint fundnising activity in violation of 2 U.S.C.

3 § 434(bX2XF) and 11 C.F.R. § 102.17(cX8Xi)(B), and failed to itemize the Committee's

4 share of the gross receipts as contributions from the original contributors as required on

5 memo Schedules A for any of the $420,500 in transfers of joint fundraising proceeds.

6 11C.F.R. §104.3(aX4).

7 • While Arceneaux filed some 48-hour notices, she failed to file 48-hour notices for 77

8 contributions totaling $106,100 in violation of 2 U.S.C. § 434(aX2) and 11 C.F.R.

9 § 104.5(0, an astonishing number considering that she is a professional compliance

10 consultant.

11 Therefore, there is reason to believe that Susan Arceneaux, in her personal capacity as

12 former assistant treasurer of the Committee, violated 2 U.S.C. § 441b(a), 2 U.S.C. § 441a(f),

13 2 U.S.C. § 434(b) and 11 C.F.R. §§ 102.17(c)(8XiXB) and 104.3(a) and (b), and 2 U.S.C.

14 S 434(aX6) and 11C JP.R. § 104.5(f).



Report of the
Audit Division on
Terrell for Senate
July 19,2002 - December 31,2002

I/I

o

Why the Audit
Was Done
Federal law permits the
Commission to conduct
audits and field
investigations of any
political commiRee that is
required to file reports
under the Fedenl
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appean not to have met
the threshold
requirements far
substantial compliance
with the Act1 The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the ACL

Future Action
The Commission may
initiate an enforcement
action, at a
with respect to any of the
matters discussed in this
report.

About the Committee (p. 2)
Terrell for Senate (TPS) is the principal campaign committee for
Suzanne Haik Terrell, Republican candidate for the U.S. Senate
from the slate of Louisiana, and is headquartered in Alexandria,
Virginia. For more information, see the chart on the Campaign
Organization, p.2.

Financial Activity (p. 2)
• Receipts
o Rom Individuals
o From Political Party Committees
o Rom Other Political Committees
o Transfers from Other Authorized

Committees
o Loans- Made or Guaranteed by the

Candidate
o Total Receipts

• Disbursements
o Total Operating & Other

$2,532.544
154.726
665.149
420,500

300.000

$4,072^19

$3,721,155

Findings fl*1^ Recommendations (p. 3)
• Receipt of Prohibited Corporate Contributions (Finding 1)
• Receipt of Contributions that Exceed Limits (Finding 2)
• Receipt of Bank Loan (Finding 3)
• Misstatement of Financial Activity (Finding 4)
• Failure to Itemize Contributions from Individuals (Finding 5)
• Failure to Itemize Contributions from Political Committees

(Finding 6)
• Disclosure of Proceeds from Joint Fundraising Activity

(Finding 7)
• Disclosure of Occupation and Name of Employer (Finding 8)
• Failure to Hie 48-Hour Notices (Finding 9)

»2US.C.|43Kb).
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Parti
Background
Authority for Audit
This report is bated on an audit of Terrell for Senile (TFS), undertaken by the Audit
Division of the Federal Election Commission (the Commission) in accordance with the
federal Election Ompaign Act of 1971, as amended^ Hie Audit Division
conducted the audit pursuant to 2 U.S.C. ft438(b), which permits the Commission to
conduct audits and field investigations of any poKtical committee that is required to file a

h report under 2 U.S.C. §434. Prior to conducting any audit under this subsection, the
Q Commission mutt perform an internal review of reports filed by selected committees to
^ detenra'rieiftheiepomfiledbyapsiticiUircoflra
•H for substantial compliance with the Act 2 U.S.C. §438(b).'

'*•-; Scope of Audit
^ Following Commission approved procediires. the Audit staff evaluated various factors
n and as a resulu this audit examined:
^ 1. The receipt of excessive contributions and loans.
.-M 2. The receipt of contribim'oiu from prohibited souices.

3. The disclosure of contributions received.
4. The consistency between reported figures and bank records.
5. The completeness of records.
6. Other committee opeiatioiii necessary to the review.

Changes to the Law
On March 27,2002, President Bush signed into law the Bipartisan Campaign Reform Act
of2002(BCRA). The BCRA contains many substantial and technical changes to the
federal campaign finance law. Most of the changes became effective November 6,2002.
Except for the period November 7,2002, through December 31,2002, the period covered
by this audit pre-dates these changes. Therefore, the statutory and regulatory
requirements cited in this report are primarily those that were in effect prior to November
7.2002.
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Partn
Overview of Campaign

Campaign Organization

Important Dates
• Date of Registration
• Audit Coverage

HcnoQiuwteR

Baaklnfonnatiofi
• Bank Depositories
• Bank Accounts

Tireasiirer
• Tmimiei Whan Audit W«« f^niuhielied

• Treasurer During Period Covered by Audit

ivUuiasMmeDE lowBrflaaiiosi
• Attended FBC Campaign Hnance Seminar
• Used Commonly Available Campaign

Management Software Package

Tasks and other Day-to-Day Operations

Ternfl for Senate
July 16. 2002
July 19. 2002 - December 31, 2002

Alexandria. Virginia

1
1 Checking, 1 Money Manager (Savings)

Bryan Blades (Starting March 31, 2003)
Justin Schmidt (Starting December 22. 2003)
CaffNewlin

No
Yes

Vita Levantino - Consultant

Overview of Financial Activity
(Audited Amount*)

Cash on hud ® July 19. 2MK2
Receipts

o From Individuals
o Rom Political Party Committees
o Room Other Political Committees
o Transfers from Other Authorized Committees
o Loans -• Made or Guaranteed bv the Candidate

Total Receipts
Total Operating and Oilier Dtabmements
Cash on hand • December 31, 2002

$0

$2,532.544
154.726
665.149
420,500
300.000

$4472419
$3.721.155

$351,764



Partm
Sunmvics
Hie interim audit report (IAR) was forwarded to TFS for response on May 21.2004. The
Audit staff contacted counsel for the committee and voified receipt of the report The
response was due on June 23,2004. TfS requested and received a 15-day extension to
July 8,2004 to respond to the IAR. On July 20,2004, TFS submitted (draft) amended
ftpoits for u^ Audit staffs review prior to filmg them Our review
indicated the amendments were deficient; materially resolving only two of the findings.

a) This infbmution was relayed to 1TC representatives via email on July 21,2004. TFS
Q representatives indicated they are working on a response. To date, no further response
•sj has been received; nor amended reports filed with the Commission. - - • -• • •.
«~i

Findings and Recommendations

Finding 1. Receipt of ProhiWted Corporate Contributions
TFS received 65 prohibited contributions totaling $64,600 from 47 different Limited
Liability Companies (LLCs) and coipOf ate entities. The Audit staff recommended that
TFS either provide evidence that these contributkm were nc^fram prohibited sources or
refund the $64,600. (For more detail, see p. 5)

Finding 2. Receipt of Contributions that Exceed Limits
A review of contributions from individuals and political committees identified 541
contributions, totaling $552.773, which exceeded the contribution limits. In Some
instances the contributions were solicited after the election to which they relate but mere
were insuffidem net debtt to alk>w TFS to keep the contribution. The Audit staff
recommended that TFS either provide evidence that the identified contributions were not
in excess of the limitations or refund $552,773. (For more detail, aee p. 7)

Finding 3. Receipt of Bsnk Losn
The Candidate loaned ITS $101,000 from the proceeds of a bank loan. The Audit staff
was unable to detennine if the bank perfected its security interest in collateral for the
loan. The Audit naff recommended that TFS provide documentation to show the loan
was properly secured. (For more detail, aee p. 10)

Finding4. Mtotatement of Financial Activity
TTO nusstaced receipts, disbunements^ The
Audit staff recommended that TFS amend its reports to correct the misstaiements.
(For more detail, aee p. 11)



Findings. Failure to Itemize Contributions from
Individual*
A Maple lest of contribution revelled that TPS did not itemize 15% of the contributions
fromindividualionScheduleiAurequJrBd. The Audi titidf recommended that TPS file
amended Schedules A, by repotting period, to disclose contribution mrt previously
itemized. (For more detail, see p. 13)

Findings. Failure to Itemize Contrilmtions from Political
Committees
TFS did not itemize 80 contributions totaling $134*597 rectivtd from political

O ooimnitteei. The Audit staff nscommended that TFS file amended Schedules A
-J disclosing the contributions not previously itemized (For more detail, see p. 14)

"J Finding?. Disclosure of Proceeds from Joint Fundnialng
'N Activity
^ IPS failed to property disclose the receipt of net proceeds from joirtfundraising activity
*i' with Louisiana Victory 2002 Fund and Terrell Victory Committee. The Audit staff
<3 recommended that TFS file amended reports to conectly disclose these recdpu. (For
00 more detail, tee p. 15)
r-Vj

Findings. IHsclosure of Occupation and Name of
Employer
TFS did not adequately disclose occupation and/or name of employer information for
lJ73contributioiufiromindJvidiialjtotaHng$81W85. In addition, TFS did not
demonstnie.besteffom to obtain, nudntam and submit t^ The Audit staff
recoaimended that TFS either: provide documentation that deiiiouaualea beat efforts were
made to obtain the missing information or contact each contributor lacking the
information, submit evidence of such contact, and disclose any information received in
amended lepoxta. (For more detail, see p. 16)

Finding 9. Failure to File 48-Hour Notices
TFS failed to file 48-hour notices for 77 contributions totaling $106.100. The Audit staff
recommended that TFS provide evidence that 48-hour notices were timely filed.
(For more detail, see p. 17)



Part IV
Findings and Recommendations

The following finding* were discussed with the IPS' representative at the cut
conference. Appropriate woritpapen ami iuppc«ti^

The interim audit report (IAR) was forwarded to TFS for retponae on May 21.2004. The
AudUt staff contacted counsd for the comirotte The
response was due on June 23,2004. TPS requested and received a 15-day extension to

-' July 8.2004 to respond to the IAR. On July 20,2004, TfS submitted (draft) amended
I"! reports for the Audit staff* a review prior to filing them with the Commission, Our re view
_, indicated the amendments were deficient; materially resolving only two of the findings.

This information was relayed to TFS representatives via email on July 21.2004. TFS
representatives indicated they are woridng on a response. To dale, no further response
has been received; nor amended report! filed with the Commission.

[Finding 1. Receipt of Prohibited Corporate <)ontribqtion» |

TFS received 65 prohibited contributions totaling $64.600 from 47 Limited Liability
Companies (LLCs) and coiporate entities. The Audit staff recommended that TFS either
provide evidence that these contributions were not from prohibited sources or refund the
$64,600.

A. Receipt of tahlMted Contributions- Omddates and committees may not accept
contributions (in the faro of money, in-kind contributions or loans):
1. In the name of another, or
2. From the treasury funds of the following prohibited sources:

• Coiporations (this means any incorporated organization, including a non-stock
corporation, an incorporated membership organization, and an incorporated
cooperative);

• Labor Organizations;
• National Banks;
2 U.S.C. ftft441b. 441c, 441e, and 441f.

B. IMUttonorUiiiltfdlJabllllyGoinpMV- A limited liability company (LLC) is a
business entity recognized as an LLC under the laws of the state in which it was
established 11 CFR$110.i(gXl).

C ApplkatlonofUmltsmndl^WbiaoiistoIJL^ContribatkMis. A contribution
from an LLC is subject to contribution limits and prohibitions, depending on several
factors, as explained below.



• LLCasFuftncnUp. The coirtributiooiiconiideredt contribution from •
partnership if the LLC chooies to be treated as a putnenhip under Intemal Revenue
Service (TO) tax rales, CT if it makes m>chc^ A
contribution by a partnership ii attributed to each partner in direct proportion to his or
herihareofthepartnenhipprofitt. llCFR5lllO.I(eXl)md(gX2).

• LLCas CorpontfcuL llie contribution iicontidevriacoiponte
Is bund under the Ad—if the LLC chooies to be treated as a corporation under IRS
ralet.orifitiihneiaretndedpublicly. llCPR«lU).l(gX3).

• IAC wtthSlngto Member. TTieomtributionU
rii^ individual if the LLC U a lingle^^^
u a corporation under IRS rules. llCFRffll0.1(gX4).

D. IJmltadUrtllUy Convoy's Roai^^ At
the time ft makes a contribution, an LLC most fiotifytheredpiemconiDiiRee:
• That it is etigibte to make the contribution; and
• InlhecaseofanUjCtriatconiidenitselfapaitneiihip(fo^

contribution should be attributed among the LLC's memben. UCFRftll0.1(gK5).

E. QiNrtforabfe Contribution!. IfaconuiritteeiecdvesacoiitributionthjAappeanio
be prohibited (a questionable contribution), it must follow the procedure* below:

1. Within 10 days ate the treasurer receives theouesticflabfecc^bution(the
committee must eithen
• Retura the ccitttibution to the contribute
• Deposit the contribution (md follow the steps below). UCFRftl033(bXD.

2. If the committee deposits me questionable contribution, it may not spend die
funo^ and miist be prepared to refund them. It miist therefore maintahi sufficient
funds to make the refunds or establish a separate account in a campaign
depository for possibly illegal contributions. 11CTR (1033(10(4).

3. The committee must keep a written record explaraing why the contribution may
be prohibited and must include this wformation when icporting the receipt of the
contribution. 11CTR $103.3(bX5).

4. Within 30 days of the tteasmei^srewpt of the questitti^
committee must make at least one written or onl request for evidence that the
contribution is legal. Evidence of legality includes, for example, a written
statement from the contributor explaining why the contribution is legal or an oral
explanation trtat is record^ by the conimittecm a nienioran^ 11CFR
*103.3(bXl).

5. Within these 30 days, the committee must either.
• Confirm the legality of the contribution; or
• Refund the attribution to the contribute

covering the period in which the refund was made. 11CFR §103.3(bXO.



A review of contributions received by TflS resulted in the Uentifkatioa of 65 prohibited
contribution! fan 47 tiffed Of these prohibited
contributions:

• IPS received directly 46 prohibited contributions, which totaled $43,400. Of
these, 27 contributions, totaling $32.750. were from LLCt but lacked the
necessary documentation toestabliih that contributing entities are not treated as
corporations for tax purposes. and 19, totaling $10,6ft, were from corporate
entities. During the course of the audit, TFS provided photocopies of letters,
dated August, 2003, sent to the corporate entities that were returned by the
contributonacknowledgirig their coipccifie status. Three of the letters were
returned to TPS as undeliverabte. Further, the Audit staff contacted the
appropriate Secretary of State's office to confuro the corporate status for the 19
contributions from corporate entities. None of the contributions have been
refunded.

• In addition. TFS received 19 contributions from limited liability companies,
totaling $21,200, as part of a transfer of proceeds from a joint fundraiser
conducted by the Louisiana Victory 2002 And. As with the other contributions

TPS rftffflrdt did not contain any notifications from these contributors
stating they wens eligible to make such a contribution.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the prohibited contributions. As part of documentation submitted subsequent to the exit
conference. TFS representatives confirmed that the 46 contributions ($43,400) received
were from prohibited sources. They further indicated that leans will be sent relative to
the other 19 contributions received from LLOs requesting their IRS filing status.

The Audit staff recommended that TFS provide evidence that the 19 contributions
($21,200) received as part of proceeds from a joim fundraiser are not prohibited Absent
such evidence, WS should have refund the $64,600 in contributions and provided copies
(from slid bs^) of each negotiated nsfund check. If funds were not available to make the
necessary refunds, the amounts due should have been disclosed on Schedule D (Debts
and Obligations) until funds become available to make the refunds.

| Finding 2. Receipt of Contribirtions thaU Exceed Lfanlts |

A review of contributions from individuals and political committees identified S41
contributions, totaling $552,773, which exceeded the.contribution limits.. In some
instances the contributions were solicited after the election to which they relate but there

i of U»|»wiMe prohibited oarnibu^
I to hive n IRS filing natus of putoarthip and no longer prohibited, the Audit naff will



were insuffkiem net debt! to allow TFS to keep the contribution. The Audit stafT
raoommendBd that TFS either provide evklenceth«t the identified contributions were not
in exceu of the limitations or reftmd $552.773.

Legal Standard
A. Authorised CnmHritton Unto. An authorized committee may not receive more
than • total of $1,000 per election from any one person or $5(000 per election from a
multicandidate political committee. 2 US.C. §§441i(tXlXAX <?XA) and (0; 11CFR
5}110.1(a)and(b)andll0.9(a).

^ B. Handling Contribntloni That Appear Excessive, If a committee receives a
,..f contribution that appears to be excessive, the committee must either
vy • Return the questionable check to the donon or
•"I • Deposit the check into its federal account and:
*H o Keep enough money hi the account to cover all potential refunds; .
r%> o Keep a written recoid explaining why the contribution may be illegal;
157 o Include this explanation on schedule A if the contribution has to be itemized
*f before its legality is established;
£;' o Seekaieattributimoraredesigiiationoftheexcesuw
r'£ instructions provided in Commission regulations (tee below for explanations

of reattribution and redesignation); and
o If the committee does not receive a proper reattribution or redesignation

within 60 days after receiving the excessive contribution, refund the excessive
pardon to the donor. 11 CPR»103.3(bX3),(4)and(5)and
110.1(kX3XUXB).

C Contributions to Retire Debts. If an authorized candidate committee has net debts
outstanding after an election is over, a campaign may accept contributions after the
election to retire the debts provided that:
• The contribution is designated for that election (since an undesignated contribution

made after an election counts toward the limit for the candidate's upcoming election);
• The contribution does not exceed the contributor's limit for the designated election;

and
• Tlie campaign hat net debts outstanding for the designated election on the day it

receives the contribution. llGFR§110.1(bX3Xi)and(iii).

D. Rcvtaed Regulations Applied. The Commission recently adopted new regulations
that allow committees greater latitude to designate <x>ntribiitions to *ffeicnt elections and
to leattribute contributions to joint account holders and has decided to apply these
regulations to current matters. The Audit staff has evaluated the excessive contributions
discussed below using the new regulations.

Ms. Terrell participated in three elections in 2002; a primary that consisted of filing the
necessary papers to qualify for the general election baJfot, a general election, and because
rwomdidateiecdvedmcw man 50% of the vote in the genend election, a n^ A



review of contributions from individuals and political conumttees identified 541
contributions, totaling $552.773*, that exceeded the cc«tributk»umttforthepriniary,
genenl or runoff elections. In fomecnei die contributions were received after in
election at t time when the Audit staff determined there were no net debts outstanding.
The Audit staff noted that a significant portion of these excessive contributions resulted
from IPS receiving $3,000 contributions from contributonafker the general election.

• As of August 23, 2002. the date of the primary election, the Audit staff calculated that
TFS did not have net debts outstanding. The Audit staff identified certain contributor
checks dated and recei ved subsequent to the primary election that were designated by
the contributors for that election. TFS recei ved 79 such contributions totaling
$115,500. These cmtribiiticm were no< later tedesignated by the contributor to
another election and should have been refunded. In addition, one excessive
contribution for $1,000 was received prior to the primary, which could neither be
reattributed nor redesignated.

• As of November 5, 2002, the te of the geiieraldection, trie Au^^
that TFS had itt debts outstanding of $157,802. The Audit staff identified
contributions totaling $430,750 received after the general election some of which
were designated specifically for the genenl election and some of which were the
undesignated. excessive portions of run-off contributions that could be applied to
general election debt These contributions were applied to the genenl debt in
chronological Older until the debt was exhausted. A review of the remaining
contributions determined ftatTPS recei ved 63 contributions designated for the
^ •̂̂ ^^ •̂1 ^I^Ma^^M^ •ukfiddB ^hW.d^AAdl̂ MSl S)lKM M^^htf^BM^>4> Mfe^h^htfl^kdl Shflfe B^^Sl̂ M fltW^ ^^^ dl^hkAAHGQGaTeV MOdKHlt TTilBCTl GXGQBQ6Q U16 VDOini* uQwOBO VD IwUlw Ulv HOI QBDHv

outstanding for the general election by a total of $68398. The remaining
undesignated, excessive run-off coilributicm that could iiot be apptied to general
election debt are included in the excessive run-off contributions discussed below.

• The Audit staff determined that TES had recei ved 398 excessive contributions
totaling $367,875 relative to the runoff election. These excessive contributions were
all reed ved prior to December 7, 2002, the date of the runoff election.

At the exit conference, the Audit staff provided TFS representatives with a schedule of
die excessive contributions noted above. TPS representatives had no comment.
Subsequent to the exit conference, TFS stated that they lack sufficient cash on hand to
make the refunds but would amend its reports to include all excessive contributions u
debts on Schedule D.

Int
The Audit staff recommended that TFS:
• Provide evidence that the identified contributions were eilher not excessive or were

applicable to a net debt outstanding for a particular election; or..

1 The Aadlt sttfTi tmlyrfs of TRS MBOUM balances through die end of the audh period indicated suffitiem
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• Refund $552.773 and provide evidence of sudirefuiub (copies of the fiont and back
of the cancelled checks); and

• If fun& were iiot available to niate
its reports to reflect the amounts to be lefunded as debts on Schedule D (Debts and
Obligations Excluding Loans) until funds become available to make the refunds.

| Finding 3. Receipt of Bank Lean I

The Camfidate lotned m $101,000 from the proceeds of a bank loan. The Audit staff
was unable to detenm'ne if the baiikperfiected its security interests
Joan. The Audit statficcommended that TFS pro vide documentation to show the loan
was property secured.

Legal StaacUid
IXNWS Excluded frratte Definition of Thetenn"contribution"does
not include t loan from a State or federal depository institution if such loan is made:
• in accordance with applicable banking laws and regulations;
• in die ordinary course of business;
• on a basis wm'ch assures iepaynienu« evidenced by a written instnmi^
• bearing the usual and customary interest nie of the lending institution. 2 U.S.C

$431(8XAXvii); 11CFR §100.7(bXH).

AasoranceofRepayinent Conmiissicmieg^atiorastatealoaniscofisideredmadeona
basis which assures repayment if me lendin|| institution making the loan has:
• Perfected a seomtymterett in coUaten^

committee receiving the loan.
• Obtained a written agreement whereby the candidate or poKtical committee receiving

the loan has pledged future receipts, such as public financing payments.
• If these reqinrementsa« not met, the Commission will consider^

circumstances on a case by case basis hi determining whether the loan was made on a
basis which assured repayment 11 CFR f 1100.7(bXl 0 and i00.8(bX12).

On August 2,2002, the Candidate obtained a $101.000 loan from Pint Bank and Trust
(FBT) which hvliided a $1,000 piepaidfii^^ j
2,2003. On August 5,2002, the Candidate loaned TPS $100,000 from the proceeds of ' j
this bank loan. The loan was repaid by TFSwhh a direct payment to the bank on >
December 16,2002, in the amount of $101358, which included $1358 in finance ' j
charges. TFS provided the Audit staff with a copy of the promissory note between the I
Candidate and the bank that slates that collateral securing other loans with Lender may |
also secure this iiote; referencing it as "cross^ollateralization." Further, a business loan !
agreement subletted wim the prormssoiym J
"continuing security interest1* in any and all funds the borrower may now or in the future
have on deposit at FBT.
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The loan documentation provided iidther described the collateral mtended to secure tM^
loan, nor indicated that such security imerest had been perfected. The Candidate's
financial statement, presumably subfmttedaspaitcf theappticatinipiocess.failsto
provide any specific information of cither debtt owed to FBT whi(^<x>uld be subject to
Mcross-collateralizatioiL?t Further, the financial statement states the borrower has no
accounts at FBT. Therefoie, it is the Aiicfit staff sopmkm that the IOM
Commission's "assurance of repayment" standard.

At the exit conference, the Audit staff presented this muter to TFS representatives. No
questions or comments were posed by the representatives.

Interim Audit Report RcrominmidtHoii
The Audit staff recommended that TFS piovidedcxnimcintaticQ to show that uw loan was
secured with collatenl that assures repayme^ that the seciirity iinerest in the cc^lateral
had been perfected; anoVor provide any comments it feels are relevant. Such
documentation should have included a desoiption and valiiaikm of the collateral as weD
as the balance of all other outstanding debt secured by such collatenl.

I Finding 4. BflMUtementof Financial Activity

TFS misstated receipts, disbursements, and die ending cash balance during 2002. The
Audit staff recommended that IPS amend its repcmtocoirectthemisstatements.

Each report must disclose:
The amount of cash on hand at the beginning and end of the reporting period;

• The toudainoifflt of rcctiptt for thereof
• The total amount of disbursements tor the leporting period and for the calendar year,

and.
• Certain tnmsactiora that required
2 U.S.C. ||4340iXl). (2), (3), and (4).

FfteU and Ansdysdai
The Audit staff reconciled reported financial activity to bank records for 2002. The
following chart outlines the discrepancies for receipts, disbursements, and the ending
cash balance on December 31,2002. Succeeding paragraphs address the reasons for the
misstatementt, most of wruchocciiiTed during the peqoda^ TFS
representatives indicated that d^iig that period trie volunie of activity ami stafTtiinu>v»
contributed to lapses hi the data entry of some receipt and disbursement transactions.
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2002 CunDaJ0i Activity

Ooeniu Cub Balance • July 19. 2002
Receipts

a^9lSDUAi0nA6OKBF

Endiig Cub Balance • December 31, 2002

VftfllMfe_tflMl

SO
$3379343

$2,760279

$63336T

Bank Records
SO

S4472.919

S3.721.15S

$351,764

Dbcrapucy
SO

$693376
Understated

S960876
1 liiifartfaltftfl%/IH^HvMH^^B

S281.KX)
Overstated

The undexittteraent of receipu wu the net result of the following:

Transfer of funds from joint fundraisers not reported (see finding 7)
Transfer from joint fundraiser reported inconectty (see finding 7)
Contributions from political committees not reported (see finding 6)
Deposits which appear not to have been reported (see finding 5)
Unexplained differences

The understatement of disbursements was the net result of the following:

Payments to media vendor not reported 4
Bank Loan Repayments not reported •«
Miscellaneous Operating Expenses not reported 4
Disbursements Reported Twice
Disbursements Reported - Unsupported by Oieck or Debit
Memo
Reported Void Check
Unexplained Differences

Net

$302400
157300

. 134397
405,713

8.76$

$693376

S 685^00
301.422

3406
9,000

15400

12,834

S 960.876

TPS misstated the cash balance trirougruxit 2002 because of me enorsdeicribedabov^
In addition, sn incorrect cash balance wu earned fbiwsidfnnn the 30 Day Post Election
Report to the Year End Report which resulted in an overstatement of the cash balance by
$14300. On DecembCT 31.2002, trie cash balsnce was IHI^

At the exit conference, the Audit staff explaiiied 0^ inisstatenientt and provided
schedules of the reporting discrepancies. TFS representatives stated their intention to
review the spreadsheets provided and expressed a willingness to file amended reports to
comet these misstatements.

This tori does not foot; see explanation of ending cash balance below.
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Interim Audit Report Recommendation
The Audit toff recommended that TFS file iinisndedrepoiti, by reporting period, to
correct the misstttements noted above, including amended Schedules A and B'as
appropriate.

Findings. Failure to Itemize Contribntioas from
Individuals

A umple test of contributions revealed that TFS did not itemize 15% of the contribution!
from individuala on Schedules A as required. The Audit staff recommended that ITS file
amended Schedules A. by reporting period, to disclose contributions not previously
itemized.

A. When to Itemize. Authorized candidate (xmuniQees must itemize any contribution
from an individual if it exceeds $200 per election cycle either by itself or when
aggregated with other contributions from the same contributor, 2 U.S.C ft434(bX3XA).

B. Election Cycle. The election cycle begins on the fint day following the date of the
previous general election and ends on the date of the next general election. 11CFR
fil00.3(b).

C Dtflnltknofltenilzatloo. Itemization of coiuributions received means that the
recipient committee discloses, on a separate schedule, the following information:
• The amount of the contribution;
• The date of receipt (the date the committee received the contribution);
• The full name and address of the contributor;
• In the case of contributions from individual contributors, the contributor's occupation

and the name of his or her employer, and
• The election cycle-to-date total of all contributions from the same contributor. 11

CFR §9100.12 and 1043(aX4) and 2 U.S.C. §434(bX3XA) and (B).

Fftcte and Analyiie
Based on a sample review of contributions from individuals, the Audit staff determined
that TFS did not itemize 15% of such contributions on Schedules A as required The
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database TFS used to file its disclosure reports (See Finding
4, Misstatement of Financial Activity). On October 10,2003, TFS provided an up-daied
receipts database which included the missing contributions for the month of December
2002.

At the exit conference, the Audit staff presented this matter to TFS representatives who
had no questions or comments at that time. Ai part of documentation submitted
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subsequent to the exit conference, TFS staled it is in the process of amending its reports
to disclose all omitted individual donors.

Interim Audit Report Recommendation
The Audit staff recommended that TFS fife amended Schedules A, by reporting period, to
correct the deficiencies noted above.

Findings. Failure to Itemise Contributions firom Political ,
Committee*

TFS did not itemize 80 conlribudons totaling $134,597 received from political
committees. The Audit staff recommeiided that 1TO file amended .̂ ^
disclosing the contributions not previously itemized.

A. When to Itemize. Authorized candidsiecomniittees must itemize:
Every contribution from any political committee, regardless of die amount; and
Every transfer from another political party committee, regardless of whetter the
committees are affiliated 2 U.S.C. $434<bX3XB) and (D).

B. Definition of Itemizatkm. Iteinization of contribtidons reed vedineans that the
recipient committee discloses, on a separate schedule, the following information:
The amount of the contribution;
The date of receipt (the date the committee received the contribution)!
The full name and address of the contributor, and
Election cycle-to-dale total of all contributions from the same contributor. 11CFR
55100.12 and 104.3(a)(4) and 2 U.S.C. $434(bX3XA) and (B).

Facts* and AnsOyele
A review of all contributions received from political committees identified 80
contributions totaling $134,597 which were not itemized on Schedules A of disclosure
reports filed by TFS. Similar to Contributions from Individuals discussed above, the
majority of these errors resulted from contributions that were part of December 2002
deposits not entered into the database TFS used to file its disclosure repots (See Frnding
4, MJajtatement of Financial Activity).

At the exit conference, the Audit staff provided TFS representatives with a schedule of
the political committee contributions not itemized. TFS representatives stated they would
review the spreadsheets provided and make appropriate changes to TFS reports.

Lecommendation
The Audit staff recommended that TFS file amended Schedules A, by reporting period,
disclosing the contributions not previously itemized.
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I Finding 7. Disclosure of Proceeds from Joint Ftmdni
[Activity

TFS failed Co property disclose die receipt of net proceed! train joint fundnutrng activity
with Louisiana Victory 2002 RnxiandTenneU VictcxyCoinmittee. The Audit staff
itccimmeiided that TTO file ameiidedrepm

Legal Standard
A. Itemtation of ContributioiisFrom Joint Fundraising Efforts. Participating
political committees must report joint fundraising proceeds in sccordmce with 11CFR
102.17(cX8) when such funds ire received from the feminising representative. 11 CFR
§102.17(cX3Xiii).

Each participating political ccrnimittee reports iushsre of the ttt proceed
from the fundnrisfagpepresentstive end mimsJso file a memo Schedule A itemizing its
share of gross recdpcs as contributions from the original contributors to the extent
required under 11 CFR 1043<a). 11CFR 6102.17(cX8XiXB).

Tlie Audit staff determined that TFS received a total of $420,500 tai net proceeds from
joint ftmdntising activity. $396,000 from the Lewisiana Victory 2002 Fund and $24.500
from the TeircU Victory Committee. Our review of these transfers noted the following:

• TFS did IK* report nor ftenraetnnsfimtot^
2002 Fund and $7,000 received from TeireUVicteyConimitiee on Schedule A, line
12, Trsmfers from Other Authorized Conuidttees. at requi^ (See Finding 4)

• TFS incorrectly disclosed the amount of a transfer received from TerreU Victory
Committee as $175jOOOt when the actual amount of the transfer was $17.500.
oventating reported recdptt by $157.500. (See Finding 4)

• TFS did not itemize its share of the gross recdpu u contributions from the original
contributors as required on memo Schedules A for any of the $420^ in transfers of
joint fundraising proceedi. TES records did not contain this information. During
fieldwork, ITS obtained the information from both of the joint fundraising
committees.

At the exit conference, the Audit staff provided TFS representatives a schedule at the
omitted transfers fitom joint fundndsing activity noted above. TFS representatives stated
their intention to review the spreadsheets provided and expressed a wilKngness to file
amended reports to comedy report its activity.

Report
The Audit staff recommended that TFS file amended Schedules A to disclose the receipt
of net fundraising proceeds, along with the required memo entries.
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Findings. Disclosure of Occupation and Name of
Employer

IPS did not arirquatcly disclose occupation and/or mine of employer information for
1,173 contribution! from individual! totaling $812£85. In addition, ITS did not
demonstrate tot effort! to obtain, mrirtamandrobmftteinfbniianon. The Audit itaff
recommended that TFS either: provide documentation that demonstrates beat effoiti were
made to obtain the mining iiifbnnation or oxitact each contributor lacking the
infoimation, aubmit evidence of auch contact, and disclose any infonnation received in
amended report!.

A. RequMInfbnnrioafbrCbi^^ For each itemized
contribution fkon an individual, the comraittee nnut provide the contributor*! occupation
•ndthciumeofhUorheremploycr. 2U.S.C5431(13)and 11CPR55100.12.

B. Beat Effort! Ensures Ornmlhmcr. When the treawrer of a political committee
ahowa that the committee uaed beat effbm (aee bdow)io obtain, maintain, and aubmit
the infamuttion required by the Act, the committee's leporti and reccfda will be
considered in compliance with the ACL 2 U.S.C. §43201X2X0-

C Definition ef Best Efforts. The treaiuier and the committee will be considered to
have uaed "beat effort!" if the committee utiified all of the following criteria:
• All written solicitations for oontribution! included:

o A clear nqueatfbr the contributor's full name, mailing address, occupation.
and name of employer; and

o A rtatememn^ such refKMtingisiequired by Federal law.
• Within 30 dayi after the receipt of the contribution, the treasurer made at least one

effort to obtain me misting infonnation, hi either a written request or a documented
oral request.

• The uefjuer reported my comribu^
provided by the contributor, wai obtained in a follownipccinmunication or wu
complied in die committee's iccoro^
during the same two-year election cycle. 11 CFR f 104.7(b).

The Audit staff reviewed all contribution! from individual! itemized on Schedule! A of
TFS discloiure reports, which were in an amount or aggregate greater than $200 for
adequate disclosure of occupation and/or name of employer. The review identified 1.173
contribution! from 939 contributors, totaling $812385, that did not have an occupation
ancVor name of employer disclosed properly. Of the 1,173 errors identified. 1,080
(92.07%) were blank, disclosed as "N/A" or "Information Requeued." The remaining
errors (7.93%) consisted of incomplete disclosures (for example, an employer was
disclosed but no occupation). It was noted thai TFS solicitation devices properly
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contaned a iniueit for occupation ind nine of employer. However, the reoonb
provided to the Audit naff did not contain any follow-up request! for the missing
contributor information. As such, TFS does not appear to have made "best efforts" to
obtain, maintain and teport occupation and name of employer information.
At the exit conference, the Audit staff (mvio^TPSn^resentativeswithasdiedukof
the mdividiialsfv which occiipatioo art .
diicloted. TFS representatives stated they would review the spreadsheets provided and
would file emended reports to correctly report this activity.

Interim Audit Report
The Audit staff recommended that TFS take the following action:

Nl • Pro vide documentation stich as phone logs, retuniedcontrib^
Jl! contributor contact information sheets or other msterisls which demcflstrated that best
r.( efforts were made to obtain, maintain, and submit the required disclosure
^ information; or

• Absent such a demonstration, TFS should have made an effort to contact those
individuals for whom required information is raissmg or mcooiplete, presided
docinnentatiOTofsiichcciitactt
phone logs), and amended its reports to disclose any infoniuuion obtained from those
_ ̂  _ ̂  ̂  ̂ ^ •coniacn.

JFindiHatQ. Faflnre to File 48-Hour NoUceai

TFS failed to file 48-hour notices for 77 contributions totaling $106,100. The Audit staff
recommended that ITS provide evidence that 48-hour notices were timely filed.

(48-Hour Notice). Campaign committees must file special
notices regarding contributions of $1,000 or more received less than 20 days but more
than 48 hours before any election in which the candidate is running. This rale applies to
all types of contributions ID any aittliorizedconuninee of the candidate. 11CFR
fl04.5(f).

Faete and Amdjsde
The Audit staff reviewed those contributions of $1,000 or more that were received during
the 48-hour notice filing period for the primary, genersl and runorT elections. TFS failed
to file 48-hour notices for 77 contributions totaling $106,100 as summarized on the next
page.
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0
00

Election l>pe
Primary
General
Runoff

4« Hour Nodon Not FU«d

M_— ,1,-— mf HHntln*mramuNT w nouoci
I
6
70

77

Total
$1.000
$6.000
$99.100

$106.100

At the exit conference,:TFS was provided a schedule of the 48-hour notices not filed
TF5 representativet sttted they would review the ipftidsheets and provide additional
docimient>tion dutt would reduce the number of enon.

Interim Audit Report Rgcofimumdi
The Audit staff recommended that TFS provide evidence that 48-hour notices wen
timely filed or submit any written comments it considers relevant


